
CREATING A BUSINESS PLAN HARVARD

And the plan must be outstanding if it is to win investment funds. Too many entrepreneurs, though, continue to believe
that if they build a better mousetrap, the.

The authors are also founders of Venture Resource Associates of Grantham, New Hampshire, which provides
planning and strategic services to growing enterprises. Traditional business plans can be big beasts of a project
that suck time, money and mojo at a vital moment. This has done little to help the would-be entrepreneur
decide whether to plan. But one that asks the right questions is a powerful tool. The panelists advised him to
concentrate first on making a prototype and assembling a management team with marketing and financial
know-how to complement his product-development expertise. Their plans must reflect such differences and
must emphasize appropriate areas and deemphasize minor issues. He needed to demonstrate that customers
would buy the product, but the company had exhausted its cash resources and was thus unable to build and sell
the item in quantity. The farther along an enterprise is in each area, the lower the risk. A stapled compilation
of photocopied pages usually looks amateurish, while bookbinding with typeset pages may arouse concern
about excessive and inappropriate spending. The market, including both existing and prospective clients,
customers, and users of the planned product or service. A plastic spiral binding holding together a pair of
cover sheets of a single color provides both a neat appearance and sufficient strength to withstand the handling
of a number of people without damage. Every entrepreneur and startup company needs a plan. These
companies must innovate constantly so that potential competitors will be discouraged from entering the
marketplace. At the other end of the industrial spectrum are extremely fast-growing and fast-changing
operations such as franchised weight-loss clinics and computer software companies. How can start-up
businessesâ€”some of which may have only a prototype product or an idea for a serviceâ€”appropriately
gauge market reaction? How much does it cost to support a customer? The professional investor wants to cash
out with a large capital appreciation. But too many plans are written solely from the perspective of the
producer. Business plans often do not show when and how investors may liquidate their holdings. Project
realistic growth rates at which customers will acceptâ€”and buyâ€”your offering. Sometimes bigger is not
better. How much does it cost in time and resources to acquire a customer? The inference is that planning is of
more benefit when the challenges are greatest. Because small, fast-growing companies have little cash
available for dividends, the main way investors can profit is from the sale of their holdings, either when the
company goes public or is sold to another business. They may cover the plan with a smog of numbers. You
can make a convincing case for the existence of a good market by demonstrating user benefit, identifying
marketplace interest, and documenting market claims. For corporate ventures, they are the corporation itself.
Are they prepared to recruit high-quality people? Indeed, judging by all the hoopla surrounding business
plans, you would think that the only things standing between a would-be entrepreneur and spectacular success
are glossy five-color charts, a bundle of meticulous-looking spreadsheets, and a decade of month-by-month
financial projections. You must present and justify ongoing and changing resource requirements, marketing
decisions, financial projections, production demands, and personnel needs in logical and convincing fashion.
How much does it cost to produce and deliver the product or service? Gumpert is an associate editor of HBR,
where he specializes in small business and marketing. You must convincingly project the rate of acceptance
for the product or serviceâ€”and the rate at which it is likely to be sold. Investors want to know that
entrepreneurs have thought about how to comply with this desire. An entrepreneur wanted to sell a service to
small businesses. Emphasize the Market Investors want to put their money into market-driven rather than
technology-driven or service-driven companies. The idea of a master document whose blanks executives can
merely fill inâ€”much in the way lawyers use sample wills or real estate agreementsâ€”is appealing but
unrealistic.


